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North Vietnam

L. %The bambing is extmactiing 2 high price from the North Vietnamese
for their support o;’ the insurgency in the South and ie 2 dally
reninder to them that o Jdecade of nard-won econcwic progress -- in
industry, transportation, mining, and agriculture -~ hes been undone
by Hanoi's intransigency. The cumulative effects of the bombing is

causing numerous munagesent and logistical problems. $he-movement

ment of men and supplies to the Bouth is more Aifficult and time cou~
suming, and & substantisl woluwe of war<gupporting meterial is dee-
troyed in truneit.

ovev”
Ze Wideapread physical damage hasz resulted from simost 0G,000 soriles
that bave besen flown sver North Vietnas. Almost one~third of & billion
dollars of damege bhas ucourred to econockic and military targets. There

have beeu large, ummeasuruble, iadirect lcsses to both industrial and

sgricultural output.
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3. Over 660 significant higiway and reilycad bridges and ot leant

50 major reilrosd yards have been saricusly dasaged. Transshipment
areas, and supply sreas alsc have been heavily ms&ﬂ. Kearly

4,006 trucks sod nearly 2,000 milrcad cars have beer destruyed. Con-
centrated simultenecus atiscks against northern railroad lines,
especially since late June; have seriously disrupted the movement of
rail traffic from the Chine border to Emnol and the port of Beiphong
to Banoi.

i, Large-scale modern indusiry is at a standstill because of bomb
dsnmge, shortnges nt electric power, and lack of rav materisls. North

Vietnuz's shovplage industry, the Thal Hguyen Steel Flant, bsemuas has

cessed production beacause of boxb dumage. The sement plant in BEalphong,

a major war-supporting facility, bhes been heavily dasmged and 1 not

apereting. About 80 percent of the centraul electml gonereting capa-

elty is out of operation with nc likelihood that the dameged pwerplanta

can be restored for many wonths and even years.
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FYertilizer, chemical, and peper production -- even large-scele

textile production -- has ceased or been greatly curtailed. Alr atiacks
heve destroyed more than 85 percent of North Vietzam's bulk petrolewm
storage capacity.

5. Attacks agasinst military targets have greatly 4isrupted normal
ailitary activities and caused the complete abandonment of many fucili-
ties. Over BO MIG sizcruft has been lost to US pllots since the start
of the bombing. Over 630 attecks have been made against BAM installa-
tions. Medar sites, and ammunition stovage zreas have been subgietod
to hundreds of successful attecks.

6. The atr war has forced Hanoi to divert 500,000 to 700,000 civilisns
to fulle and part-time work repalring lines of ccomunication. The
maapower drain has affected NHorth Vietman's war-supporting ouwtiput,
agricultural output, even the output of some dally & necessities.

The need for experienced managerinl cadres in the Horth competes with
North Vietnzm's preseing need for aggreasive cadresto lead the war in
the Bouth.
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7. Food production declined in 1966 and in 1967, 4stirestly because

of the bowbing. Large imports of food are required and an inereasing
proportion of less palatable foods oW substitute for rice, Many con-
sumer goods are scarce and the price is often beyood the reach of the

avETEEE CODBUKET.

8. North Yietsam's snnual trede deficit which averaged about §35 million

during 1068-6%, incrensed greatly tc $158 million in 1966. The North
Vistuamese are becoming more and move dependent for thely existence
on secnopic and military ald from other Communist countries.

9. The evacuation of both essantial and um-ugemml parsons from
iarge urben aress reduces productivity, imgairs plic morale, and
séds the burden of housing nnd feeding tens of thowsands of displaced
perscns. Toe low lavel of aivilian casuslties is a reninder to the
Sorih Vietnsmese that US attmcke are divscted against the Honol reglme
and not the aivilian population and that the U8 yetains the power to

further escalate the war et will.
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1. Despite the heavy burden imposed by the war on the South Vietoamese
egonouy, ithers are signs of sconomic progress. Price increnses are being
held down $0 menageable propertions. Iaoflationary pressures are such

less sexlious than in Koree during the Korean Wer.

2. Ries furmers in Scuth Vietnsm are now receiving & higher return for
their product than they 4id in 1966, and there is evidence, sspecially

in pecified sress, that Mmrwers are able %o buy increasing amounts -f
consumey goods such as bleyeles and gewing mmchimes. The South Vietoanese
govermeent is providing zore eredit to fersers through the nev Agricultursl
Develoyment Punk eatablished in May,

3. Progress hms alsc cecurrved in tax collection and in maintaining reis-
tive gulet cn the labor front. Domestic tay revenuss in 1068 were 47
percent Mgli;erm in 1765 snd in the first quarter of 1967 were rusning
almost 50 percent alead of the correspondisg period of 1966. IDespite
congtant pressure for wage increases, the seconosty 'ms not been erippled
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by serious striles.

4. Deapite heavy fighting in northern areas work is continuing on

the lodustrisl complex at An Hos near Denang, which will generate elec-
tric power and use loonl anthracite to produce fertilizers and
chemicals. The buge port casplex st Cmm Banh Bay will provide an

impetus for future developwent in central Vietnsn,

3s Allfed aly foress have flown alucst 400,000 attack sorties sgainst

the enemy in South Vietnam. In 1967 almost 600 attack sorties speinmt

mesgxin bave beon flown daily,
6. About 80 percent of all attack sorties have supplied close or
direct alr support to ground forces. During the last 18 months pilots have
reportad over 22,000 Communist casualtiss from air strikes, almost one-

fourty as many &5 the KIA flgwe compiled from body count.

T+ Over 200,000 structures bave been dsstroyed and an additional 130,000 .

dumged by air atiack.
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8. The sbility of the Viet Cong te recruit, even in the heavily |
popilated delts area, 16 Lelng immired by the loorsesed presence of
Allied troops, by increasing hardsbips for the Viet Cong and by =
lesse:lng of confidence in victory. The physloal exodus of large nue-
bers from Viet Cong-controlled arees has meant an absolute decline in
manpower svallable for recrulting.
3. Pood shortages have become a sericus problem marticularly o U=
[N T 7

oy

of-F¥Corps reports indleate that the Viet Cong are hard vressed to
sallect food. h—am&e—m—@mxiéamble rilitsry cenpower hng bean
diverted ‘o agricultursl production and to the collection of food fras
the pensants.

10 Declining tex revennes mre becouning more spparent. Mapidly iocressing
expanditures to surort lerger forcee together with = reduced tay hage
nas regquived higher tax yetes making collection more &lfficalt. In
some are2s looal Viet Cong units mave had to refort inereasingly o

terroriss and intlsidetlon to collsct revenus.
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